APPENDIX B
BOOK-ENTRY SYSTEM

The information in this section concerning DTC and DTC’s book-entry only system has
been obtained from sources that the Treasurer believes to be reliable, but the Treasurer takes
no responsibility for the accuracy thereof. The Beneficial Owners (as defined herein) should
confirm the following information with DTC or the DTC Participants.

DTC will act as securities depository for the Bonds. The Bonds will be issued as
fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee).
Fully-registered Bonds will be issued and deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law,
a "banking organization" within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform
Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934. DTC holds securities that its participants (the "DTC
Participants") deposit with DTC. DTC also facilitates the settlement among DTC Participants
of securities transactions, such as transfers and pledges, in deposited securities through electronic
computerized book-entry changes in DTC Participants’ accounts, thereby eliminating the need
for physical movement of securities certificates. Direct DTC Participants include securities
brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations. DTC is owned by a number of its Direct DTC Participants and by the New York
Stock Exchange, Inc., the American Stock Exchange, Inc. and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others such as securities
brokers and dealers, banks and trust companies that clear through or maintain a custodial
relationship with a Direct DTC Participant, either directly or indirectly ("Indirect DTC
Participants"). The Rules applicable to DTC and its DTC Participants are on file with the
Securities and Exchange Commission.

Purchases of the Bonds under the DTC system must be made by or through Direct DTC
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership
interest of each actual purchaser of each Bond (the "Beneficial Owner") is in turn to be recorded
on the Direct and Indirect DTC Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect DTC Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Bonds are to be
accomplished by entries made on the books of DTC Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their ownership interests
in the Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by DTC Participants with DTC

are registered in the name of DTC's partnership nominee, Cede & Co. The deposit of Bonds
with DTC and their registration in the name of Cede & Co. effect no change in beneficial
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ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s
records reflect only the identity of the Direct DTC Participants to whose accounts such securities
are credited, which may or may not be the Beneficial Owners. The DTC Participants will
remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct DTC Participants,
by Direct DTC Participants to Indirect DTC Participants, and by Direct DTC Participants and
Indirect DTC Participants to Beneficial Owners will be governed by arrangements among them,
subject to any statutory or regulatory requirements as may be in effect from time to time. The
Treasurer will not have any responsibility or obligation to such DTC Participants or the persons
for whom they act as nominees with respect to the Bonds.

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds within a
maturity are being redeemed, DTC’s practice is to determine by iot the amount of the interest
of each Direct Participant in such maturity to be redeemed.

The principal, premium and interest payment with respect to the Bonds will be made to
DTC. DTC's practice is to credit Direct Participants’ accounts on payment dates in accordance
with their respective holdings shown on DTC’s records unless DTC has reason to believe that
it will not receive payment on the date payable. Payments by DTC Participants to Beneficial
Owners will be governed by standing instructions and customary practices, as is the case with
securities held for the accounts of customers in bearer form or registered in "street name," and
will be the responsibility of such DTC Participant and not of DTC or the Treasurer, subject to
any statutory or regulatory requirements as may be in effect from time to time. Payment of
principal and interest to DTC is the responsibility of the Treasurer, disbursement of such
payments to Direct DTC Participants shall be the responsibility of DTC, and disbursement of
such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect DTC
Participants.

DTC may discontinue providing its services as securities depository with respect to the
Bonds at any time by giving reasonable notice to the Treasurer. Under such circumstances, in
the event that a successor securities depository is not obtained, certificates are required to be
printed and delivered.

The Treasurer may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depository). In that event, securities certificates will be
printed and delivered.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS
NOMINEE OF DTC, REFERENCES HEREIN TO THE OWNERS OF BONDS SHALL
MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE BENEFICIAL
OWNERS OF THE BONDS.

NEITHER THE STATE NOR THE TREASURER WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO DTC DIRECT PARTICIPANTS, INDIRECT
PARTICIPANTS, OR TO ANY BENEFICIAL OWNER WITH RESPECT TO (i) THE
ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY DTC DIRECT

B-2



PARTICIPANT, OR INDIRECT PARTICIPANT; (ii) THE DELIVERY OF ANY NOTICE
THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO THE OWNERS OF THE
BONDS; (iii) THE PAYMENT BY DTC OR ANY DTC DIRECT PARTICIPANT OR
INDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE PRINCIPAL OR
INTEREST DUE WITH RESPECT TO THE BONDS; (iv) ANY CONSENT GIVEN OR
OTHER ACTION TAKEN BY DTC AS THE REGISTERED OWNER OF BONDS; OR
(v) ANY OTHER MATTER.
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APPENDIX C

SUMMARY OF CONTINUING DISCLOSURE CERTIFICATE

The Treasurer of the State of California (the "State Treasurer”"), on behalf of the State
of California, will execute a Continuing Disclosure Certificate (the "Disclosure Certificate") for
the $1,000,000,000 State of California General Obligation Bonds (the "Bonds") at the time of
delivery of the Bonds to the purchasers thereof. The following is a summary of the provisions
of the Disclosure Certificate. Such summary is qualified by reference to the complete Disclosure
Certificate, which is available from the Office of the State Treasurer.

Definitions
Pursuant to the Disclosure Certificate, the following definitions will apply:

"Annual Report" shall mean the Annual Report filed by the State Treasurer pursuant to,
and as described in, the Disclosure Certificate.

"Beneficial Owner" shall mean any person which has or shares the power, directly or
indirectly, to make investment decisions concerning ownership of any Bonds (including persons
holding Bonds through nominees, depositories or other intermediaries).

"Dissemination Agent" shall mean the State Treasurer, acting in its capacity as
Dissemination Agent under the Disclosure Certificate, or any successor Dissemination Agent
designated in writing by the State Treasurer.

"Holder" shall mean any person listed on the registration books of the State Treasurer
as the registered owner of any Bonds.

"Listed Events" shall mean any of the events listed below under "Reporting of Significant
Events."

"National Repository"” shall mean any Nationally Recognized Municipal Securities
Information Repository certified by the Securities and Exchange Commission to be the recipient
of information of the nature of the Annual Reports required by the Disclosure Certificate.

"Official Statement" shall mean the official statement relating to the Bonds, dated
, 1997.

"Repository" shall mean each National Repository and the State Repository.
"Rule" shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as the same may be amended from time

to time.

“State" shall mean the State of California.
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"State Repository" shall mean any public or private repository or entity within the State
created for the purpose of receiving information of the nature of the Annual Reports or reports
of material events required by the Disclosure Certificate and recognized as such by the Securities
and Exchange Commission. As of the date of this Official Statement, there is no State
Repository.

Annual Reports

The State Treasurer on behalf of the State shall, not later than April 1 of each year in
which the Bonds are outstanding, commencing with the report for the 1997-98 Fiscal Year,
provide an Annual Report consistent with the requirements of the Disclosure Certificate (an
*Annual Report") to each Repository; provided that the audited financial statements of the State
may be submitted separately from the balance of the Annual Report and later than the date
required above for the filing of the Annual Report if they are not available by that date. The
State Treasurer shall make a copy of any Annual Report available to any person who requests
a copy at a cost not exceeding the reasonable cost of duplication and delivery.

If in any year, the State Treasurer does not provide the Annual Report to each Repository
by the time specified above, the State Treasurer shall instead file a notice with each Repository
stating that the Annual Report has not been timely completed and, if known, stating the date by
which the State Treasurer expects to file the Annual Report.

The Annual Report shall contain or include by reference the following:

(1) The audited General Purpose Financial Statements of the State for the
fiscal year ended on the previous June 30, prepared in accordance with generally
accepted accounting principles promulgated to apply to government entities from time to
time by the Governmental Accounting Standards Board. If the State’s audited financial
statements are not available by the time the Annual Report is required to be filed
pursuant to the Disclosure Certificate, the Annual Report shall contain unaudited financial
statements in a format similar to the financial statements contained in the final Official
Statement, and the audited financial statements shall be filed in the same manner as the
Annual Report when they become available.

(2) Financial information relating to the State’s General Fund budget for
the fiscal year ended on the previous June 30 and information concerning the State
budget for the fiscal year in which the Annual Report is issued. Such information shall
describe the sources of revenues, the principal categories of expenditures, and changes
in fund balances, a summary of expected State revenues and budgeted expenditures, and
significant assumptions relating to revenue and expenditure expectations, including
updating the following tables which appear under the caption "APPENDIX A - THE
STATE OF CALIFORNIA - Current State Budget" in the Official Statement:

Table Entitled
Summary of State Revenues and Expenditures

Revenue and Expenditure Assumptions
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(3) Information concerning the total amount of the State’s authorized and
outstanding debt, long term lease obligations and other long term liabilities as of the end
of the most recent June 30, which debt is supported by payments from the State’s
General Fund and which includes short-term debt. Such information shall include
schedules of debt service for outstanding general obligation bonds and lease-purchase
debt. This shall be accomplished by updating the following tables which appear under
the caption "APPENDIX A - THE STATE OF CALIFORNIA - State Indebtedness" in
the Official Statement.

Table Entitled

Authorized and Outstanding General
Obligation Bonds

Outstanding State Debt

Schedule of Debt Service Requirements for
General Fund General Obligation Bonds

Schedule of Debt Service Requirements for
Enterprise Fund General Obligation Bonds

Schedule of Debt Service Requirements for
Lease-Purchase Debt

State Public Works Board and
Other Lease-Purchase Financing

State Agency Revenue Bonds and
Conduit Financing

The Annual Report may consist of one or more documents. Any or all of the items listed
above may be included in the Annual Report by reference to other documents which have been
filed by the State with each of the Repositories, including any final official statement (in which
case such final official statement must also be available from the Municipal Securities
Rulemaking Board). The State Treasurer shall clearly identify in the Annual Report each such
document so included by reference.

Reporting of Significant Events

The State Treasurer, on behalf of the State shall give, or cause to be given, prompt notice
of the occurrence of any of the following events with respect to the Bonds (hereafter referred
to as a "Listed Event"), if material:

1. principal and interest payment delinquencies;

2. non-payment related defaults;
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3. modifications to rights of Bondholders;

4. optional, contingent or unscheduled bond calls;

5. defeasances;

6. rating changes;

7. adverse tax opinions or event affecting the tax-exempt status of the Bonds;
8. unscheduled draws on debt service reserves reflecting financial difficulties;
9. unscheduled draws on credit enhancements reflecting financial difficulties;
10. substitution of credit or liquidity providers, or their failure to perform; or
11. release, substitution or sale of property securing repayment of the Bonds.

The State Treasurer shall timely file a notice of each such occurrence, if it is material
under applicable federal securities laws, with the Municipal Securities Rulemaking Board and
each Repository. The State notes that items 8-11 above are not applicable to the Bonds.

Other Provisions
Termination of Reporting Obligation. The State’s obligations under the Disclosure

Certificate shall terminate upon the maturity, legal defeasance, prior redemption or acceleration
of all of the outstanding Bonds.

Dissemination Agent. The State Treasurer may, from time to time, appoint or engage
a Dissemination Agent to assist it in carrying out the obligations under the Disclosure
Certificate, and may discharge any such Dissemination Agent, with or without appointing a
successor Dissemination Agent. If at any time there is not any other designated Dissemination
Agent, the State Treasurer shall be the Dissemination Agent. The initial Dissemination Agent
shall be the State Treasurer.

Amendment; Waiver. Notwithstanding any other provision of the Disclosure Certificate,
the State Treasurer may amend or waive any provision of the Disclosure Certificate, provided
that the following conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of the Disclosure
Certificate dealing with the timing or content of the Annual Report or the giving of
notice of Listed Events, it may only be made in connection with a change in
circumstances that arises from a change in legal requirements, change in law, or change
in the identity, nature or status of an obligated person with respect to the Bonds, or the
type of business conducted;
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(b) The undertaking, as amended or taking into account such waiver, would, in
the opinion of nationally recognized bond counsel, have complied with the requirements
of the Rule at the time of the original issuance of the Bonds, after taking into account any
amendments or interpretations of the Rule, as well as any change in circumstances; and

(c) The amendment or waiver either (i) is approved by the Holders of 60 percent
of the Bonds, or (ii) does not, in the opinion of nationally recognized bond counsel,
materially impair the interests of the Holders or Beneficial Owners of the Bonds.

Additional Information. Nothing in the Disclosure Certificate shall be deemed to prevent
the State Treasurer from disseminating any other information, using the means of dissemination
set forth in the Disclosure Certificate or any other means of communication, or including any
other information in any Annual Report or notice of occurrence of a Listed Event, in addition
to that which is required by the Disclosure Certificate. If the State Treasurer chooses to include
any information in any Annual Report or notice of occurrence of a Listed Event in addition to
that which is specifically required by the Disclosure Certificate, the State Treasurer shall not
have any obligation to update such information or include it in any future Annual Report or
notice of occurrence of a Listed Event.

Beneficiaries. The Disclosure Certificate shall inure solely to the benefit of the Holders
and Beneficial Owners from time to time of the Bonds, and shall create no rights in any other
person or entity (except the right of any Bondholder or Beneficial Owner to enforce the
provisions of the Disclosure Certificate on behalf of the Bondholders). The Disclosure
Certificate is not intended to create any monetary rights on behalf of any person based upon the
Rule.
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APPENDIX D
PROPOSED FORM OF LEGAL OPINION

Honorable Matt Fong

Treasurer of the State of California
915 Capitol Mall, Room 110
Sacramento, California 95814

State of California
$1,000,000,000 General Obligation Bonds

(Final Opinion)
Dear Mr. Treasurer:

We have acted as co-bond counsel in connection with the issuance by the State of
California (the "State") of $1,000,000,000 aggregate principal amount of bonds, issued under
ten Bond Acts, identified in Schedule A hereto, which is incorporated by reference (collectively,
the "Bonds"), each of which was approved by the electors of the State. The Bonds are authorized
pursuant to the respective bond acts identified in Schedule A (collectively, the "Laws") and are
issued pursuant to Part 3 of Division 4 of Title 2 of the California Government Code and to
resolutions (the "Resolutions") adopted by the respective finance committees created under the
Laws.

In such connection, we have examined the record of proceedings submitted to us relative
to the issuance of the Bonds, including the Resolutions, the tax certificate of the State (the "Tax
Certificate"), other certifications of the State, and such other documents and matters deemed
necessary by us to render the opinions set forth herein, although in doing so, we have not
undertaken to verify independently the accuracy of the factual matters represented, warranted
or certified therein, and we have assumed the genuineness of all signatures thereto.

The opinions expressed herein are based upon an analysis of existing laws, regulations,
rulings and court decisions and cover certain matters not directly addressed by such authorities.
Such opinions may be affected by actions taken or omitted or events occurring after the date
hereof. We have neither undertaken to determine, or to inform any person, whether any such
actions are taken or omitted or events do occur. Furthermore, we have assumed compliance with
the agreements and covenants contained in the Resolutions and the Tax Certiticate, including
(without limitation) agreements and covenants compliance with which is necessary to assure that
future actions, omissions or events will not cause interest on the Bonds to be included in gross
income for federal income tax purposes. We call attention to the fact that the rights and
obligations under the Bonds, the Resolutions and the Tax Certificate may be subject to
bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and
other laws relating to or affecting creditors’ rights, to the application of equitable principles, to
the exercise of judicial discretion in appropriate cases, and to the limitations contained in State
law regarding legal remedies against the State. Finally, we undertake no responsibility for the
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accuracy, completeness or fairness of the Official Statement or other offering material relating
to the Bonds and express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we
are of the following opinions:

1. The State has lawful authority for the issuance of the Bonds, and the Bonds constitute
the legal, valid and binding general obligations of the State payable in accordance with the Laws
from the General Fund of the State. The full faith and credit of the State of California are
pledged to the punctual payment of the principal of and interest on the Bonds.

2. Interest on the Bonds is excluded from gross income for federal income tax purposes
under Section 103 of the Internal Revenue Code of 1986 and is exempt from California personal
income taxes. Interest on the Bonds is not a specific preference item for purposes of calculating
the federal individual or corporate alternative minimum taxes, although we observe that it is
included in adjusted current earnings in calculating corporate alternative minimum taxable
income. We express no opinion regarding any other tax consequences related to the ownership
or disposition of, or the accrual or receipt of interest on, the Bonds.

3. The difference, if any, between the initial offering price to the public (excluding bond
houses and brokers) at which a substantial amount of any maturity of the Bonds is sold and the
principal amount payable at the maturity thereof constitutes "original issue discount” for
purposes of federal income taxes and State of California personal income taxes. Original issue
discount is treated as interest excluded from gross income for federal income tax purposes and
exempt from State of California personal income taxes to the extent properly allocable to each
owner thereof.

Very truly yours,
DANIEL E. LUNGREN ORRICK, HERRINGTON & SUTCLIFFE LLP
Attorney General

Per
By

Deputy Attorney General
Bond Counsel LAW OFFICES OF JOAQUIN A. TALLEDA

By
Deputy Attorney General
Tax Counsel
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Schedule A

$77,000,000 principal amount of State of California Clean Air and Transportation
Improvement Bonds, Series N, authorized under the Clean Air and Transportation Improvement
Bond Act of 1990.

$1,000,000 principal amount of State of California Lake Tahoe Acquisitions Bonds,
Series G, authorized under the Lake Tahoe Acquisitions Bond Act (1982).

$1,500,000 principal amount of State of California New Prison Construction Bonds,
Series Z, authorized under the New Prison Construction Bond Act of 1986.

$6,400,000 principal amount of State of California Park and Recreational Facilities
Bonds, Series U, authorized under the California Park and Recreational Facilities Act of 1984.

$550,100,000 principal amount of State of California Public Education Facilities Bonds,
Series D, authorized by the State School Building Finance Committee under the Public Education
Facilities Bond Act of 1996.

$50,000,000 principal amount of State of California Safe, Clean, Reliable Water Supply
Bonds, Series A, authorized under the Safe, Clean, Reliable Water Supply Act (1996).

$2,500,000 principal amount of State of California Safe Drinking Water Bonds, Series P,
authorized under the Safe Drinking Water Bond Law of 1976.

$1,500,000 principal amount of State of California Safe Drinking Water Bonds, Series Q,
authorized under the Safe Drinking Water Bond Law of 1984.

$300,000,000 principal amount of State of California Seismic Retrofit Bonds, Series B,
authorized under the Seismic Retrofit Bond Act of 1996.

$10,000,000 principal amount of Water Conservation and Water Quality Bonds, Series J,
authorized under the Water Conservation and Water Quality Bond Law of 1986.
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